Introduction
modities of low value and great bulk which in
a country like ours form the bulk of railway
freight. Though subject to all these drawbacks
the cost of service principle is acclaimed as
having the great merit of fixing the lower limit
of chargeability.
Under the value of service, instead of rates
being made to conform to cost, they are made
to conform to value. Transportation creates
and enhances utilities of time and place so that
the net increment in value measures the extent
to which the commodity could be charged. In
short, this added value would set the upper
limit; and, within the upper limit fixed by the
ability to bear and the lower one set by the
extra cost incurred in its handling, there is a
margin which allows of commodities to be
charged according to the value of the service
rendered. The ultimate criterion is that of
'what the traffic can bear.' It is this "ability
to bear" that is the bedrock of a sane tax: policy
and to that extent the * value of service'
principle approaches the principle of taxation.
Therein consists its virtue. Nevertheless, there
is great need for caution in the arbitrary power
to determine the particular class to which a
commodity should belong, for it is capable of
being well and ill used and much of railway
case-law centres round the great question of
discrimination.
The author then discusses the case of equal
mileage rates and zone tariffs and disposes of
them on the ground that the former does not
take into account the physical basis of railway
operation and penalises low-valued traffic, while
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